Michigan Department of Treasury
496 (02/06)

Auditing Procedures Report

Issued under P.A. 2 of 1968, as amended and P.A. 71 of 1919, as amended.

Local Unit of Government Type Local Unit Name County
[CJCounty Ocity XTwp [Vilage [JOther | CHARTER TWP. OF CHESTERFIELD MACOMB
Fiscal Year End Opinion Date Date Audit Report Submitted to State

12/31/2005 5/9/2006 6/19/2006

We affirm that:

We are certified public accountants licensed to practice in Michigan.

We further affirm the following material, “no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter (report of comments and recommendations).

Check each applicable box below. (See instructions for further detail.)

All required component units/funds/agencies of the local unit are included in the financial statements and/or disclosed in the
reporting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or more of this unit's unreserved fund balances/unrestricted net assets
(P.A. 275 of 1980) or the local unit has not exceeded its budget for expenditures.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury.
The local unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State statute.

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The local unit has not been delinquent in distributing tax revenues that were collected for another taxing unit.
The local unit only holds deposits/investments that comply with statutory requirements.

The local unit has no illegal or unauthorized expenditures that came to our attention as defined in the Bulletin for
Audits of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin).

There are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of our audit

that have not been previously communicated to the Local Audit and Finance Division (LAFD). If there is such activity that has

not been communicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from previous years.

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generally

The board or council approves all invoices prior to payment as required by charter or statute.
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12. [J [ The audit opinion is UNQUALIFIED.
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accepted accounting principles (GAAP).

14. X O
15. X O

To our knowledge, bank reconciliations that were reviewed were performed timely.

If a local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
description(s) of the authority and/or commission.

|, the undersigned, certify that this statement is complete and accurate in all respects.

We have enclosed the following: Enclosed | Not Required (enter a brief justification)

Financial Statements

The letter of Comments and Recommendations

Other (Describe)

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN

OF EINANCIAL ST AT M'l:'\T'T‘(‘ D'DD'I:‘I\DM'I:'T\ T'M r‘ﬂnnr\Anr\'r

Certified Public Accountant (Firm Name) = Yerephone Number (3 GOVERNMENT AL AUD ITING ‘Sf"fﬁ\fﬁﬁﬁf S
BUSS & COMPANY, P.C. 586-263-8200

Street Address City State Zip

42550 GARFIELD, SUITE 195 CLINTON TWP. Ml 48038

Authorizing CPA Si ure : Printed Name License Number
C : L.A/ JOHN E. GIDEON 1101007016

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

AUDIT
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Board of Trustees
Charter Township of Chesterfield
County of Macomb, Michigan

Re:  Supplemental System and Internal
Control Comments and Recommendations
in conjunction with audit for the
year ended December 31, 2005

Honorable Members:

We have audited the financial statements of Charter Township of Chesterfield, County of Macomb, Michigan
for the year ended December 31, 2005 and issued our report dated May 9 2006. Included within the purview of
the audit is the requirement under Public Act 2, P.A. of 1968, as amended, that we review internal controls and
procedures and report on the results of comments and recommendations made during the preceding year.
Internal control comments are made encompassing the concept that the cost of any internal control system should
not be greater than the benefits obtained. The accomplishment of comments that are of a legal compliance versus

internal control nature are not covered by the same cost concept, but are governed solely by legal requirements.

In planning and performing our audit of the financial statements of Charter Township of Chesterfield, for the
year ended December 31, 2005, we considered its internal control in order to determine our auditing procedures
for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal

control.

PRIOR YEAR COMMENTS

As we indicated in our prior year report, various recommendations were made to improve internal reporting.

Management has made significant progress in many areas.




Board of Trustees

Charter Township of Chesterfield
May 9, 2006

Page 2

PRIOR YEAR COMMENTS
(Continued)

In the prior year, we recommended that management develop procedures to improve the supporting
documentation for cash disbursements and include appropriate reviews and approvals. Our testing indicated that
procedures had been developed that significantly improved the supporting documentation for cash disbursements

and items were being reviewed and approved more appropriately.

The number of items misclassified was reduced significantly and our testing did not identify any items that
had been paid improperly. Management should continue the established procedures relating to cash

disbursements.

The Township oversees building construction, in accordance with the States Construction Code Act,
including inspection of building construction and renovation to ensure compliance with the building codes. The
Township is permitted to charge fees for these services which bear a reasonable relationship to the cost of
operating the enforcing agency. The Township accounts for these revenues and expenditures in the Building

Department Special Revenue Fund.

A summary of the fund’s activity follows:

2003 2004 2005
Fund Balance - Beginning $ 531,602 $ 609,146 $1,230,392
Revenues $1,310,726 $1,716,634 $1,492,292
Expenditures 1,233,182 1,095,388 1.191.740
Excess $ 77544 $ 621246 $ 300,552
Fund Balance - Ending $ 609,146 $1,230,392 $1,530,944

Management should continue to monitor the fees being charged for services being provided, as well as the
indirect expenditures being allocated to the fund to ensure the fees bear a reasonable relationship to the related

costs of operating the enforcing agency.
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PRIOR YEAR COMMENTS
(Continued)

The Township Police Department from time to time obtains funds through drug forfeitures. The funds
continue to be accounted for in a separate bank account within the Police Department Fund. The State of
Michigan has established requirements for certain drug forfeiture funds to be accounted for in a separate Special
Revenue Fundto ensure they are expended properly. The Township should review the requirements to determine

if they are in compliance.

The Township’s Water and Sewer Department continued to make improvements in the Water Supply and
Sewage Disposal System to keep up with the Township’s increasing population. During the past several years
water and sewer rates charged to consumers have increased proportionately to increases received by the

Township from the City of Detroit. A summary of operating activity follows:

2003 2004 2005
Operating Revenues $7,018,848 $7,344,488 $7,436,404
Operating Expenses 8,158,749 9,310,902 9,125,237
Net Operating income (Loss) ($1,139,901) ($1,966,414) ($1,688,833)
Depreciation 685,158 1,132,793 1,264,300

Operating Income (Loss) Excluding Depreciation ($ 454.743) ($ 833.621) ($ 424.533)

Management should continue to monitor billing rates based on the results of operations, as well as consumption

rates charged by the City of Detroit.

Management within the Water and Sewer Department made certain policy changes that resulted in
improving the collection of accounts receivable in a timely manner. Management should continue to monitor these

policies to measure their effectiveness.
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CURRENT YEAR COMMENTS

The Governmental Accounting Standards Board (GASB) has recently released Statement Number 45,
Accounting and Reporting by Employers for Postemployment Benefits Other Than Pensions. The new
pronouncement provides guidance for local units of government in recognizing the cost of retiree health care, as
well as any “other” postemployment benefits (other than pensions). The new rules will cause the government wide
financial statements to recognize the cost of providing retiree health care coverage over the working life of the
employee, rather than at the time the health care premiums are paid. These new rules will only impact the
individual fund based financial statements to the extent municipalities choose to fund this cost in advance.
Therefore, the mannerin which retiree health care benefits are budgeted will not change, unless you begin funding
the benefits. The Township has obtained the assistance of an actuary to evaluate the impact of this

pronouncement. The Township has begun to fund this obligation during 2006.

This report is intended solely for the information and use of the Board of Trustees, management and others
within the administration of Charter Township of Chesterfield. This restriction is not intended to limit distribution

of this report, which upon acceptance by the Board of Trustees, is a matter of public record.

In closing, the foregoing is intended as a summary of current year accomplishments and an indication of
areas to be reviewed in the upcoming year. We would like to commend the Township Trustees, officials and staff

personnel for the time devoted and the enthusiastic attitude displayed in the accomplishment of Township goals.

Yours truly,

BUSS & COMPANY, P.C.
@f% e
Certified Public Accountants

db




Buss & ComMpranNy, P.C.

CERrtiFiED PUBLIC ACCOUNTANTS

CLNTON TOWNSHIP, MICHIGAN

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

May 9, 2006

Board of Trustees
Charter Township of Chesterfield
County of Macomb, Michigan

We have audited the financial statements of Charter Township of Chesterfield, County
of Macomb, Michigan as of and for the year ended December 31, 2005, and have issued
our report thereon dated May 9, 2006, which was qualified because we did not audit
financial data regarding Public Act 342 funds which were included in the financial
statements. Except as discussed in the preceding sentence, we conducted our audit in
accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Charter Township of
Chesterfield’s internal control over financial reporting in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not
to provide assurance on the internal control over financial reporting. Our consideration of
the internal control over financial reporting would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a reportable
condition in which the design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that misstatements caused by error or fraud
in amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control
over financial reporting and its operation that we consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Charter Township of
Chesterfield’s financial statements are free of material misstatement, we performed tests
of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do
not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government
Auditing Standards.
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Compliance and Other Matters (Continued)

We noted certain matters that we reported to management of Charter Township of
Chesterfield, in a separate letter dated May 9, 2006.

This report is intended for the information and use of management and others within
the organization, the Board of Trustees of the Township and federal awarding agencies and
pass-through entities and is not intended to be and should not be used by anyone other
than these specified parties.

Respectfully submitted,

BUSS & COMPANY, P.C.
&u«—’ % pe

Certified Public Accountants

db




